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Mr. Chairman and Members of the Subcommittee:

I am pleased to discuss GAO's budget request for fiscal year
1985. The Justification of Estimates:for fiscal year 1955, which you
already have, describes our request in detail. |

When I came to you last year, I asked for funding to maintain the
staff level that GAO had in the prior fiscal year. I pbinted out that
funding at that level would permit stability while I asséssed what
needed to be done to assure that GAO continues, and builds on, its
excellent tradition of service to the Congress. I would like to share
with you the assessments that I made and éhe initiatives I am taking
to put GAO in the best possible position to serve Congress.

INTERNAL ASSESSMENTS AND THEIR RESULTS

Following guidance of the Congress, I spent a large part of the
past two years learning and evaluating GAO's strengths and its
weaknesses. I went to GAO locations in Washington and throughout the
country and the world observing our operations and gettibg the views
of individuals and employee groups. I found a need to sitrengthen
GAO's capabilities in automatic data processing, accounﬁing and
financial management, and defense areas. I also found t&at more
attention was needed to assure report quality and timeliness. Our
training program needed to be updated, especially in areas related to
ADP, and we needed more funds so that Washington staff dould travel
more to the places where our work is performed.

To address these concerns, I established and worked with various
task forces which, with the considerable help of seniorgpeople in and
out of government, examined GAO activities and organizaﬁional arrange-
ments. Those assessments defined the needs for which f@nds are being

requested in fiscal year 1985, They led to a series ofjmanagement
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‘initiatives, mgny of which have been put in plade.“r'wo$ld like to

mention a few of those initiatives.

Organizational Changes
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To assure that GAO has the right structure to focusgon agencies
and their programs, to facilitate teamwork throughout GA%, to marshall
scarce specialized skills and to make them available whe#e they are
most needed and to promote effective staff support, we méde the

following organizational changes:

--Agssistant Comptrollers General for Planning and Reporting and

for Operations were designated to concentrate top?management

attention to these areas which are vital to effective GAO
operations. Similar positions were created in each division
and region to focus attention on these areas throhqhout GAO.

--An Assistant Comptroller General for Human Resources was named

to direct the activities of the Personnel Office, the Personnel
Systems Development Project, and the Office of Organization and

Human Development.

--The Information Management and Technology Division was
I

established to evaluate the application of inform@tion
management resources, including computers and reﬁated systems
in federal agency operations; to determine the ovérall
effectiveness with which government is dealing with this
burgeoning technology; and to spearhead the training of GAO
staff in related areas. Greater GAO attention t& these areas
is needed because of their importance to governmént operations
and the size of federal expenditures.

--The National Security and International Affairs division

consolidated responsibilities previously shared by four GAO



divisions. This newly established division will issure the
concentrated focus of GAO work in defense related:and
international areas, It will respond to Congressﬁ concern

whether the large military buildups are managed efficiently and

effectively. j

-~The Resourceg, Community and Economic DevelgpmentLDivision was

formed, consolidating in one division functions p%eviously
performed by the Energy and Minerals Division andfthe Community
and Economic Development Division. This will enaﬁle us to
better focus our efforts in these areas.

--The Accounting and Financial Management Division was

restructured to foster the development of a comprehensive
financial management system; to better focus GAO's resources to
address accounting and auditiné policies and practices; and to
review achievements of federal agencies in fulfiliment of the
requirements of the Federal Manager's Financial Integrity Act

of 1982,

--The Office of Chief Economist was established to concentrate

and focus GAO's resources on important economic issues and to
provide a central resource to the Office in suppoit of job
related economic analysis performed by GAO audit and evaluation

divisions.

--The Office of Quality Assurance was established to implement

the recommendations of the Comptroller General's Reports Task
Force and to assure continuing day-to-day emphasis on job and
report quality and on timeliness.

--The Institute for Program Evaluation was refocus@d to emphasize

the importance of evaluation work and of assistance to other

GAO divisions in program evaluation and to spearhead the
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training of GAO staff in related afeaa. It has béen redesig-
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--To emphasize the common purposé of headquarters divisions and

regional offices, the Field Operations Division wés abolished.

Regional managers, as the representatives of the ¢omptroller
General in their respective regions, now report directly to the

Office of the Comptroller General.

will, we believe, provide a firm basis for effective GAO operations in
the years to come.

Emphasis on Planning

For some years, GAO has used an issue area planning approach by
which our audit and evaluation work is planned on an office-wide
basis. We are presently modifying oui planning system. Issue area
plans will cover a longer-range period =-- 2 to 4 years. Annual work
plans are being instituted to help direct staff resource§ to the
places where they are most needed and to assure that individual
assignments contribute meaningfully to defined larger obﬂectives.
Design, methodology and technical assistance groups are éeing
established to assure that individual jobs are designed éell and that
they will use the methodology and skills that their objeétives
require. My top staff and I continue to personally reviéw all new job
starts.,

Emphasis on Quality and Timeliness

In my statement last year, I mentioned my concern that GAO
sometimes takes too long to carry out its work and to communicate the
results. I mentioned the work of the Reports Task Forcefand the

wide-ranging recommendations that it made. The Office oﬁ Quality




‘Assurance, to which I previously referred, has been created to

l

implement the £ask force's recommendaﬁions‘and to see thét quality and
timeliness are always at the forefronﬁ bf our concern. : .

We have also instituted a Post A%signment Quality Réview System.
Using this system, recently completediassignments are ra&domly
selected for review. It is modeled oﬁ those used by national
professional organizations to monitor the overall qualit§ of work. It
provides additional opportunities to identify and resolve problems
affecting quality and timeliness. We also have an ongoing project to
improve GAO staff writing skills, an important way to help us to
communicate more understandably and promptly.

Emphasis on People and Their Skills

I am convinced that our people, their training and skills and the
resources available to them are key tb GAO's success, O?er the past
two years, we have made significant progress in overhauling our
recruiting, selection, training and staff evaluation pro&esses. The
work of our Personnel Systems Development Project continues as a major
GAO initiative,.

Increased staff training —-—- particularly in ADP and;information
management -~ is critical to GAO's continued effective pérformance.

We are requesting additional funding in fiscal year 1985§to provide
the training the staff needs to keep pace with the technblogical and
other changes that affect their jobs on a day-to-day basis.

Emphasis on Effective Management Information Systems

As you know, GAO also has significant initiatives u%derway
involving our own administrative operations. Last year &hen we
testified before this committee, we proposed funding foﬁ‘the

continuance of our efforts to consolidate some 18 administrative




systems into one integrated system whiéh,we called CAMIS%(Consolidated
AdministrativeuManagement'InformationSystem). Due to s%veral
uncertainties surrounding the develop@eht of,thht systemgl committed
to monitor it closely and to evaluate;carefuily whether éur approach
would adequately satisfy our needs At a reasonable cost.? I have
reviewed the progress of the project. We have completed{the
conceptual design and are into detailed design. While wé have had
some slippage in some of the milestones, as we reported Qo you last
year, the total system cost will not exceed $24 million and it will be
completed by June 1986,

I remain convinced that CAMIS is necessary for effec¢tive
operations., CAMIS will not only go a long way to solve 6ur
administrative operations problems, but we are also confident that it
will be the primary vehicle that will permit us to demonétrate that
effective resource management can be accomplished in org%nizations
with complex missions.

GAO'S NEED FOR INCREASED RESOURCES

My assessment of GAO operations shows that to fullyjmeet its
respongibilities to Congress, we will need 5,500 staff y?ars -= 500
more than currently authorized. Funding those staff ye%rs and
providing the training, equipment, travel and other supp@rt that the
effective utilization of professional staff requires wiﬁl take $328.8
million. That is a $56 million increase over fiscal yeér 1984,

Of the $56 million increase, $15.5 million is geneﬁally*beyond
GAO's control. That amount includes a modest projectioﬁ to cover
inflation and personnel related increases that result f%om existing
legislation and from increases in the cost of office spéce. Funding

associated with the 500 staff year increase is $25.3 miilion. The




‘remaining $15.2 million will fund needed increases in ADP and

communications equipment for use by GAO auditors and support staff, in
training that is largely reléted to cémmunications and information
technology, and in the travel needed for effective job pérformance.
The increase is large. But it is needed. While we are now
asking for a substantial increase in funding, we believefthat GAO has
well demonstrated that it is among the most useful resoufces available
to Congress to save money by increasing the efficiency aﬁd effective~
ness of federal programs. Each year savings resulting ffom GAO work
are many times the amount appropriated to GAO.
I would like now to discuss briefly the factors giving rise to
GAO's need for more resources.
Complexity of Federal Programs

and Their Management ‘
The growth of ADP and its application by the federal work force

has been dramatic. In fiscal year 1981, the federal govérnment spent
more than $17 billion on ADP systems, related software, %nd telecom-
munications. Since then, annual expenditures have grownfat least 30
percent. The trend toward the increased use of these sygtems by
federal agencies continues. We have identified over lOOEmajor ADP
systems in various federal agencies that have received little or no
review to date. These systems support such vital functions as
national security, safe air travel, and the control of billions of
dollars in funds transfers for our social and economic pfograms.
Given its decline in staff size over the past five years& GAO has
simply not been able to bring enough people "on board" who have the
skills needed to evaluate the technology--particularly c%mputer

related--that is currently being used in federal programs.

|
|
|
t
}

§

'




!

I formed a task force, comprised of experts from thé private
sector and in-house staff to look into this important aréa and to
recommend Qctions needed to enable GAO to adequately evaﬁuate how
information is being managed within the federal governmeﬁt. As a
result of task force recommendations, we formed the Infoémation
Management and Technology Division (IMTEC). That divisi$n is respon-
sible for GAO's government-wide and agency specific workiinvolving the
acquisition and management of computers and information éechnology.

We formed IMTEC by carefully selecting staff with ADP and in-
formation management skills located in various GAO divisions. 1In
fiscal year 1984, by cutting other GAO divisions to levels that 4o not
permit even replacing attrition--thus no "new blood“--we;reprogrammed
resources to allow IMTEC a modest hiring capability. This has
provided IMTEC with a total of 144 headquarters and 130 field staff
years. This current staffing level allows for only limiéed audit
coverage of existing and proposed systems which are so v;tal to the
government's operations. Much more is needed. The stafﬁ in IMTEC
must be highly skilled in computer and communications re}ated
disciplines so that they can adequately review the acqui%ition of new
or upgraded systems and audit computer systems currentlygin
operation. The largest part of the increase we are requésting for
fiscal year 1985 will go to that division. 1In that year;we will
provide IMTEC with an additional 175 headquarters and 155 field staff
years.

These additional resources will permit IMTEC to deai more ef-
fectively and comprehensively with computer technology u%ed by the
government in its major financial, logistics, communications,
statistical, research and development, income security, %ax, and other

systems.
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The incregse in staff will also provide the capability to train
other GAO auditors. This training isicritical because ié is virtually
impossible to conduct major program addits without involéing computer
related data. For example, much of o@r program audit woék at the
Social Security Administratién, the IdEernal Revenue Seréice, the
Department of Agriculture, the Department of the Treasury, the General
Services Administration, and the Department of Defense necessarily
involves their extensive computer applications.

To further enhance our staff's capability to audit computer
systems and to evaluate agency programs which are highly computerized,
GAO is seeking to increase its use of computers in its audit and
evaluation work. The use of computers can greatly improve our staff's
ability to collect and analyze audit data. GAO will require a modest
increase in its budget for this computer support. Our fellow auditors
in the various Inspector General offices have increased éheir audit
capabilities by using computers. We are also seeing use# of computers
in the audit work place of various city, country and sta#e audit
organizations, i.e., California State Auditor General's bffice, County
of San Bernardino Auditor-Controller Office, and the City of New York
Auditor's Office. Public accounting firms are also rely?ng heavily on
the use of computers. I

I can assure you that our request is reinforced by ? rigorous
planning effort. Our planning efforts to date have incl?ded:

--Establishing the appropriate management controls ?ver the use

of automated support tools.

--Developing and implementing applicable policies ahd guide=-

i
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lines for their acquisition and use.




--Implementing pilot projects to determine the appr%priate
support activities needed for success. |

We are introducing technology slowly and carefully éo ensure that
we are capable of using it to its maximum potential. Wegare putting
mechanisms'in place that will permit us to increase our ése of
electronic work stations and mainframe applications in o@r audit
work. We are very appreciative of the support the committee has given
us in the past. Your support of our Electronic Work Staﬁion project
has made it possible for us to introduce this technology?into the
agency. What we are requesting today for ADP support is‘entirely
consistent with what we have presented to the committee in the past.

Increases in Defense Spending

Over the past five years, GAO's staff size has declined from the
5,200 staff years available to it in fiscal year 1980 to?5,000 staff
years in fiscal years 1983 and 1984, During this same timeframe
defense related expenditures have grown dramatically. Defense
activities have had budget increases of 81 percent betwe%n 1980 and
1984, Continued significant growth is projected over th% foreseeable
future. j

Thigs increase in defense spending carries with it tﬁe need for
GAO to increase its work in defense related areas. The éongress
expects GAO to inform it on the manner in which the incrgases are
being used, on the efficiency of defense programs and whéther they are
meeting congressionally directed objectives. This is thé primary
reason for forming a single division--NSIAD--rather thanjhaving our
defense related work split among four divisions. |

The increase in GAO's defense related work cannot b# met by

reducing our effort in connection with other federal probrams.
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‘Spending for nopdefense programs has not increased materi?lly. Bﬁt

pressures for continuation of, at least, existing levels @f service
without spending increases have made it all the more 1mpo%tant to
assure the efficiency and effectiveness of the delivery ﬁechanisms
used by federal agencies.

The Federal Manager's Financial

Integrity Act of 1982

That act made clear the emphasis that Congress is placing on

improving management and internal controls used by federal agencies.
GAO is well situated to make significant contributions to effective
implementation of the act and to assist the Congress in its oversight.
The act involves an area of long standing GAO emphasis. ‘It provides
an important vehicle to get needed improvements in federil agency
management. Present GAO work in this area now encompassés the 20
largest federal departments aﬁd agencies. While GAO's l#nger—range
approaches to financial integrity objectives are now beiﬂg developed,
it is clear that GAO audits and evaluationé are needed t% help the
Congress and executive agencies achieve financial integrﬁty
objectives. This will require a significant GAO resourc% commitment,

I might add here that GAO continues to suéport the éstablishment
of the Government Accounting Standards Board which wouldgpromulgate
uniform accounting standards for state and local governménts. This
would be very useful to federal agencies in that it woulé make
uniform and objective the reporting of financial informaﬁion by state
and local governments. The attachment to my statement séggests

|

language that could be included in our appropriation to %rovide

$100,000 for such support.
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EXAMPLES OF GAO WORK RESULTING.

IN FISCAL YEAR 1983 SAVINGS

I believe that GAO's contribution during fiscal yeai 1983 was
impressive, and I would like to mention some of the acco@plishments of
our people. An important measure of GAO's effectivenesséis that in
fiscal year 1983 we identified $4.5 billion in collectiohs and other
benefits that resulted from GAO work. This equaled 17.7 times the
amount appropriated to GAO in that year. As large as these one time
savings are, they are conservatively computed. Where multi-year
savings result from GAO recommendations, they include, for the most
part, only savings realized during the first year of implementétion.
In addition, many GAO recommendations improve the effectiveness of
federal operations in ways that cannot be measured.

GAO's work often raises questions concerning the cost-
effectiveness of programs or activities. This can lead ﬁo the
termination of programs by the Congress or responsible aéencies.
During fiscal year 1983, GAO identified ten federal prog%ams or
activities which were terminated as a result of GAO's re&iéws for a
total savings of $641.9 million.

GAO's evaluations identify many other ways to chang% operations
so0 that costs are reduced, but program effectiveness is &aintained.
When these changes are implemented, funds are not expendéd that
otherwise would have been. Examples of GAO-~influenced cﬁst reductions
identified in fiscal year 1983 include:

Defense Spending

i .
-=-GAO reviewed the justifications for the Army, NavP, Air Force
and Marine Corps fiscal year 1983 appropriation rkquests for

conventional ammunition. We found that, if the funding

[
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requests were approved,- some inventory levels would have
exceeded requirements, that several procurements were premature

because of production and performance problems, and that some

cost estimates were overstated. As GAO recommendéd, the
Congress made a number of line-item reductions for each service
and reprogrammed other funds saving a total of $540.7 million.

-=-GAO provided information to the Congress which questioned the
Navy's need for fleet oiler and salvage ships it was planning
to construct. Based on this information, the Congress reduced
fiscal year 1983 funding for both programs and directed the
Navy to reduce its fiscal year 1984 budget request for salvage
ship construction resulting in savings of $307.5 million,

1 Health Programs

-=GAO reported that certain Medicare payments to Gréup Practice
Plans were not consistent with the Social Securit§ Act or
Department of Health and Human Services regulatioﬁs. GAO
recommended that these payments be terminated. T$e Department
took action to eliminate these payments, saving $§.9 million.

--As part of its plan to construct a new Naval Regiénal Medical
Center, the Navy intended to "mothball"™ the curre%t medical
center building. GAO pointed out that the Navy c%uld use the
vacant building for several support activities, tbus
eliminating additional construction needs. The N%vy decided to
use the o0ld medical building for enlisted personn#l housing
instead of building new housing at a savings of $ﬁ2.0 million.

~--In a report to the Congress, GAO identified numerbus
opportunities to increase interagency medical resLurce sharing.

GAO concluded that eliminating legislative and adFinistrative

[
i
|

|
13 ;




obstacles and implementing a structured federal interagency
sharing program would benefit both the federal goéernment and
its health care beneficiaries. The report also céntained
legislative recommendations to encourage sharing énd to remove
obstacles. |

Legislation based on the report's recommendation was
enacted., The total potential savings which would result from
coordinated planning and sharing of federal medical resources
is difficult to estimate. GAO has testified that, if a
legislatively mandated and fully operational interagency
sharing program is achieved, federal direct health costs (over
$10 billion annually) could be reduced by as much as $100
million a year.

QOther Activities

--In Congressional. testimony, GAO discussed the limited
accomplishments of the Environmental Protection Agency's
"Superfund" hazardous waste program. We pointed 6ut that
Superfund spending lagged far behind appropriated: spending
levels and that implementation problems were not éaused by lack
of funds. For fiscal year 1983, the Congress reduced EPA's
appropriation request for Superfund activities fot a savings of
$20.0 million.

-=-In a 1982 report to the Commissioner of Internal ﬁevenue, GAO
pointed out that taxpayers were apparently claiming improper
geothermal energy income tax credits. GAO estima%ed that
millions of dollars in improper claims were allowéd between
1978 and 1980. 1In response to GAO's report, IRS ﬁssued an

information notice to its people in districts and service
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centerswalerting them to the pbssibility of’improﬁer claims and
to the rigorous requirements that have to be met before a claim
can be allowed. 1IRS is a130‘c6nsidering revising%instructions
on the energy credit claim form to provide taxpay%rs with a
better definition of geothermal resources.

CONCLUSION

Over the past fifteen years the Congress has recognized the need,
and has taken steps, to improve its own evaluation and analytical
support. The interveninq years have made clear the wisdom of those
actions. The Congress has greatly strengthened its information base

for use in oversight of executive branch agencies and in legislative

. decisions,

The increase in resources that GAO is now requesting will fill a
present congressional need to maintain and to build on that base.
GAO's ability to evaluate all aspects of agency operatiohs, régardless
of the sophistication of the technology that they emploj and to
respond fully and promptly to committee and member reque%ts regardless
of the subject matter, requires strengthening along the ﬁines
described above.

Our request represents staffing levels that we believe will be
needed in fiscal year 1985 and over the foreseeable fut&re. Our
present intention is to stay at that level barring unfoﬁseen circum-
stances. We do not plan to ask for increases over thatglevel in
subsequent years. Y

In a very real sense, providing the resources to sqrengthen GAO
is an investment which will yield substantial and tangi&le paybacks.

A fully staffed and effective GAO is among the most usefiul resources
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"available to Congress to reduce federal expenditures and to ensure

that programs and agency operations are carried out efficiently and

effectively.
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. ATTACHMENT : ) | ATTACHMENT
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"Provided further that this appropriation shall be
available to finance a portion, not to exceed $100,000,
of the costs of the Governmental Accounting Standards
Board." |

The Governmental Accounting Standards Board is spon#ored by the
Financial Accounting Foundation, a private, non-profit cérporation
with public and private sector membership. We believe iﬁ's desirable
to support the board in its early start up years.

The Governmental Accounting Standards Board will promulgate
uniform accounting standards for state and local governments. These
standards will be very useful to the federal government in general and
particularly to the General Accounting Office because they will
provide more uniform and objective reporting of financiai information
by state and local governments. Such information is nee%ed by private
investors to make more informed investment decisions (e.%., the
purchase of state bonds), as well as by federal agenciesito determine
whether grant and revenue sharing funds are being properﬁy spent.

Uniform standards will ease substantially the burde% of tracking
the application of block grant funds and will assist us &n maiﬂtaining
accounting standards for the federal sector. The Board @ill be
financed predominantly by state and local governments an? private
sources. The General Accounting Office participated witﬁ the
Committees that organized the Board and it is important %hat the

federal government join with other sources to support thk Board's

initial operations.
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STATEMENT OF

CHARLES A. BOWSHER

COMPTROLLER GENERAL OF THE UNITED STATEF

BEFORE THE |

LEGISLATIVE SUBCOMMITTEE OF THE APPROPRIATIONS COMHITTEE
UNITED STATES SENATE
ON

BUDGET ESTIMATES FOR FISCAL YEAR 1984

MR. CHAIRMAN:

We are requesting $5,649,000 in supplementa} funds for
fiscal year 1984, This request 1s based on the éost to GAO
of paying for the 3.5 percent civilian cos;-of—living
adjustment that became effective on January 8, 1954.

Personnel costs in FY 1984 account for 765percent of
our budget, about the same level as in FY 1983 (7? percent).
I would like to absorb part of this request, Qut we have
examined closely our financial requirements for ;he balance
of the fiscal year and find it impossible to frée up funds
at this time without causing serious disruptﬂon to our
operations.

We will continue to review ouf financial r%quirements

I

and will notify the committee should funds be id%ntified to

offset some of our supplemental request,









